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PREFACE 


The Agricultural Prices Commission submitted its Report on Wheat 
Price Policy for the 1966-67 Season in March, 1966. The Report was 
considered at the Chief Ministers’ Conference held at Delhi on 10th 
April, 1966. Government considered the views of the Commission as 
well as those of the Chief Ministers and announced their decisions with 
regard to wheat policy for the 1966-67 Reason on 19th April, 1966. 

The Report on Wheat Price Policy for the 1966-67 season which is 
being published in this document is divided into two parts : Part I gives 
the Commission’s recommendations on minimum prices of wheat and 
gram and Part II its views on other aspects of wheat price policy. 


New Delhi ") (Sd.) II. S1VARAMAN 

}■ Secretary to the Government of India. 

June, 1966. J 



PART I 

MINIMUM PRICES OF WHEAT AND GRAM 
FOR 1966-67 SEASON 


MINIMUM PRICES OF WHEAT AND GRAM FOR 1966-67 SEASON 

1. The Agricultural Prices Commission has considered the question 
of announcing the minimum support prices for. wheat of the 1965-66 
harvest, which will be marketed during the 1966-67 wheat marketing 
season. It will be recalled that following the recommendations made 
by the Foodgrains Prices Committee (Jha Committee), the minimum 
support prices of wheat of the 1964-65 harvest were revised upwards. 
The Commission is of the view that the support prices are in the nature 
of a long-term guarantee given to the producers by the Government, so that 
the farmers can pursue their production efforts with the assurance that 
any temporary glut in the market caused either by the supply or demand 
factor will not be permitted to depress their incomes, to unduly low 
levels. In view' of tnis long-term aspect of the support prices, the Com¬ 
mission recommends that the following minimum support prices of wheat 
for the 1964-65 crop should continue for the 1965-66 crop also :— 

(Rs. per quintal) 


Variety of Wheat Prices 


Red 

, 

. 

. 

. 

. 

' 45.50 

White 

.jg 

• 

. 


• 

49.50 

Superior Farm 





. • . 

53.50 


These support prices may be announced as quickly as possible and it may 
be emphasised that the Government would be prepared to buy all quan¬ 
tities of wheat offered to it at these prices at the declared assembling 
centres. 

2. As regards gram, the Commission recommends that the support 
price of Rs. 40.00 per quintal fixed for the 1964-65 gram crop should 
continue for the 1965-66 crop also. 


2—1 MFA/66 
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PRICE POLICY FOR WHEAT FOR 1966-67 SEASON 




PRICE POLICE FOR WHEAT FOR 1966-67 SEASON 


1. Food distribution policy has to be formulated in the current con¬ 
text of a continuing gap between supply and demand for foodgrains. 
While demand has been rising continuously on account of growth in 
population and rising per capita incomes during recent years, production 
of foodgrains has not only been lower than that envisaged during the 
Third Plan, but has also suffered from wide fluctuations from year to 
year. In such a situation of continuing disequilibrium between demand 
and supply of foodgrains and the consequent pressure on prices, the 
basic objective of the food policy is to achieve equitable distribution of 
available supplies and restrain the rise in prices. The converse of this 
policy is to prevent the exploitation of the situation for speculative pur¬ 
poses. One of the ways of attaining this objective is to ensure that at 
least a part of the consumer demand is met by a public distribution 
system, operating through fair price and/or ration shops. It is obvious 
that the public distribution system can function only if the Government 
is able to acquire adequate quantities of foodgrains which can be released 
through regulated retail channels. Foodgrains can be acquired either 
through imports or procurement out of domestic production. Since exces¬ 
sive dependence on imports is neither desirable nor feasible due to the 
constraints of foreign exchange, increasingly greater reliance has to be 
placed on procurement out of domestic production. 

A. Review 1965-66 

2. In formulating the wheat policy for the 1966-67 season, the above 
perspective needs to be kept in view. In March, 1965, when the Agri¬ 
cultural Prices Commission gave its Report on Wheat Policy for 1965-66, 
the wheat crop of 1964-65 was expected to be about 2 million tonnes 
larger than the previous year's crop.* Wheat production in 1963-64 was, 
however, 9.7 million tonnes, which was not only far below the trend line, 
but was lower by 2.4 million tonnes than the 1961-62 crop. Thus, while 
the expected increase of 2 million tonnes in the wheat production of 
1964-65 was very welcome, it was far below the plan target and was thus 
inadequate to meet the growing requirements of the people. The Gov¬ 
ernment was planning to import about 7 million tonnes of P.L. 480 
wheat during 1965 to supplement the domestic supply. From this, it was 
proposed to build a stock of at least 2 million tonnes of wheat. 

3. It was in this background that the Agricultural Prices Commis¬ 
sion took the view that the total supply would be barely sufficient to 
meet the requirement of wheat consumption and came to the conclusion 
that the situation demanded a measure of control and regulation on the 
wheat trade. The Commission recommended that private trade should 
not be allowed to undertake inter-State transfers of wheat; it also recom¬ 
mended a system of public distribution and a modest programme of pro¬ 
curement of about 5 to 7 lakh tonnes of indigenous wheat. 

4. In retrospect, this policy appears to have succeeded in some 
measure. The Government distributed about 5.9 million tonnes of wheat 
in 1965 through the public distribution system. Though the supplies 


* The final estimate of production of wheat in 1964-65 was 12 08 million tbnnes. 
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of wheat from Central Government stocks to the States in 1965 were 
lower than those in 1964, the Central supplies to the deficit States like 
Maharashtra and Gujarat were higher in 1965 than in 1964. The supplies 
of wheat from Central Government stocks to the major wheat producing 
and consuming States during the last three years have been as follows 

Table I 


Supplies of Wheat from Central Slocks 

(000 tonnes) 



State 



1963 

1964 

1965 

1 . 

Bihar 



429 

745 

662 

2. 

Gujarat 


• 

121 

471 

676 

3. 

Maharashtra 


• 

417 

1,024 

1,077 

4. 

Madhya Pradesh 



49 

197 

108 

5. 

Punjab 


• 

204 

353 

150 

6. 

Rajasthan 


. 

26 

493 

187 

7. 

Uttar Pradesh 



489 

1,260 

719 



All India 

3,804 

6,851 

5,941 



5. The procurement programme, however, did not yield the antici¬ 
pated supplies. As against the target of 5 to 7 lakh tonnes of wheat, 
the actual procurement on Central Government account amounted to 
only 1.7 lakh tonnes till the end of February, 1966. But in assessing this 
performance it is necessary to note that though the production of wheat 
in 1964-65 was higher as compared to the bad year of 1963-64, it hardly 
showed any improvement over the level attained two years earlier in 
1961-62. Moreover, in Madhya PradeSh and Rajasthan, production of 
wheat in 1964-65 was significantly lower than in 1961-62. 

6. The purpose of the zonal restrictions was to achieve an equitable 
distribution of the national availability of wheat between different States 
and avoid serious regional disparity in consumer prices. Judged by the 
pattern of per capita availability achieved during 1965, it can be said 
that this was comparable with the normal pattern which prevailed when 
there were no effective zonal restrictions. In fact, the pattern of avail¬ 
ability in 1965 showed some improvement, but much of the credit for 
this achievement goes to the large imports of P.L. 480 wheat. In regard 
to the price disparity, however, the achievement was not satisfactory. 
Judged by the average wholesale prices of wheat in the free market, the 
co-efficient of variation in 1965-66 was as high as 35 compared to 26 in 
the previous year and only 12.4 in 1963-64. Thus, zonal restrictions 
could not fulfil their second objective, viz., to maintain a reasonable parity 
in prices between different regions. One of the factors which contributed 
to high prices in deficit States—which, incidentally, accentuated the dis¬ 
parity—was the disruption in the supplies of P.L. 480 wheat to these 
States due to prolonged strike of the longshoremen in the U.S.A. It is 
important to note that in States like Maharashtra where the prices were 
very high, a substantial portion of the consumer demand was satisfied 
at reasonable prices through the system of public distribution. 
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7. Despite the improvement in the wheat crop in the 1964-65 season, 
wheat prices remained at higher levels during the major part of 1965 
as compared to those in 1964. The average all-India index number of 
wholesale prices of wheat (1952-53 = 100) for the wheat marketing season 
1965-66 was 138 as against the average of 130 during 1964-65. Between 
January and May, 1965 tlhere was the usual decline in wheat prices, (the 
index declined from 151 to 130), but prices started rising thereafter until 
the end of August, 1965 when the index reached 145. Thereafter, the 
Indo-Pak conflict affected the market sentiment and wheat prices began 
to decline especially in the two important wheat producing States of 
Punjab and Rajasthan. Since September, 1965, the index number of 
wheat prices has generally fluctuated between 138 and 140. From 
February 1966, prices have turned easier. 


8. The prospects of the 1965-66 wheat crop are not very bright. 
There were practically no rains during the sowing period of wheat this 
year, particularly in the northern States. The winter rains which are 
necessary for the growth of the crop have also been deficient in Punjab, 
Rajasthan, Uttar Pradesh, Gujarat and Delhi. On the other hand, there 
has been an intensive Rabi campaign to grow more wheat in certain 
States. It is difficult to be precise, at this stage, about the 1965-66 wheat 
production. But even assuming that the crop is as good as that in 
1964-65, it will" still be short of demand. Production of kharif cereals 
during the 1965-66 season has suffered a heavy set-back. An overall 
shortfall of nearly 12 million tonnes is anticipated in the production of 
foodgrains in 1965-66. The food situation in the current year w.ill, 
therefore, continue to be difficult, though the larger wheat imports expected 
in 1966 under P.L. 480 are likely to help meet the shortage to a con¬ 
siderable extent. The declining tendency in wheat prices, that has been 
noticed during recent weeks, is perhaps due to release by trade of the 
withheld stocks, credit squeeze and the very high interest rates, the 
anticipated arrivals of the new wheat crop and the arrangements made 
for larger imports. 


B. Poi.ICY ALTERNATIVES FOR 1966-67 


9. While evolving the wheat price policy for the 1966-67 marketing 
season, the main objective to be kept in view is the need to ensure 
equitable distribution and prevent speculative increases in prices. For 
this purpose, three policy alternatives can be conceived :— 

(a) Continuance of the present restrictions on inter-State movement 
of wheat; 

(b) Cordoning off of the cities/industrial areas with high purchasing 
power and introduction of statutory rationing therein with no 
restrictions on movement in the rest of the country; and 

(c) Extended net work of fair price shops together with removal of 
restrictions on inter-State movement. 
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(a) Continuance of Present Restrictions on Inter-State Movement of 
Wheat. 

10. We have reviewed the performance of this system iq paras 4 to Q. 
At this stage, we may only reiterate that while ,it has a logical rationale, 
its implementation imposes a political discipline which demands willing¬ 
ness to share the national shortages equitably. Inability to abide by this 
discipline creates difficulties in the smooth working of the system. 


(b) Cordoning off Cities/Industrial Areas and Removal of Restrictions on 
Inter-State Movement. 


11. In view of the unfavourable inactions to the policy of zonal 
restrictions, it is necessary to explore the possibility and feasibility of 
alternate systems, which would be consistent with the basic objectives of 
the Government’s food policy. At the risk of repetition, let v>s reiterate 
Lhat in the situation of continuing shortage, the Government’s food 
poljcy must endeavour to achieve an equitable distribution of available 
supplies and restrain the rise in prices by preventing the exploitation of 
shortage for speculative purposes. 

. 12. Introduction of statutory rationing in metropolitan cities/indus¬ 
trial areas with high purchasing power is suggested as an alternative 
mechanism to curb the speculative activities of traders after the Removal 
of restrictions on inter-State movement. With free movement of food- 
grains between States by private trade being permitted the present dis¬ 
parity in prices of wheat wquld quite probably be reduced, partly by 
a rise in the prices in the surplus States, and partly by a decline in the 
wheat prices in the deficit States. However, in a situation nf shortage, 
if all restrictions on movements are removed, the prices might rise to very 
high levels. As a precautionary measure, therefore, steps will have to be 
taken to regulate consumption. As an alternative to the cordoning off 
of the surplus producing areas, the cordoning off of the consuming areas 
with high purchasing power, which exercise a big pull on the available 
supplies, can be considered as a mechanism to check any rise in prices. 
Introduction of statutory rationing in areas of high purchasing power 
would, no doubt, make it possible to regulate/restrict consumption; but 
correspondingly this will impose a statutory obligation on the Govern¬ 
ment to supply regularly the needed foodgrains to the rationed popula¬ 
tion. To be completely effective, all areas of high purchasing power 
need to he cordoned off and covered by statutory rationing. But in 
actual practice, the extent of the introduction of statutory rationing will 
crucially depend on the capacity of the Government to acquire the 
needed supplies. For this purpose, it is not enough merely to balance 
the requirement and availability of supplies in the aggregate; it is as 
much necessary to match the procurement of both rice and wheat sepa¬ 
rately with their requirement. In view of the easier supply position of 
wheat on account of the contemplated large imports during 1966, it may 
be possible to meet the wheat requirement of the rationed population. 
Bur the fact that the rice available with the Government is likely to be 
limited would act as a practical constraint on the introduction of statutory 
rationing. The requirements of rice and wheat under statutory rationing- 
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20. The surplus States may also entertain an apprehension that in 
the absence of cordons round the big- cities, large quantities from their 
States will be moved out, resulting in high prices and the consequent 
discontent amongst their consumers. As a precaution against such a 
contingency, intcr-State movement of foodgrains should be permitted 
only through licensed traders who will be required to submit periodically 
detailed information regarding all inter-State transactions. 


21. Finally, we may add that it is possible to conceive of a combina¬ 
tion of the system of statutory rationing and fair price shops under which 
the former will be confined to a few selected areas. 


C. Procurement 

22. Whatever be the system that is adopted, the basic requirement 
of all the systems is to acquire adequate supplies. As pointed out earlier, 
one source for acquiring the needed quantity is imports. During recent 
years, there has been an increasing reliance on imports for sustaining 
the public distribution system. While imports appear to be unavoidable 
for at least sometime to come, and especially during the current year 
when the shortfall in production is estimated to be very big, the continued 
dependence on imports is neither feasible nor desirable. It would be 
unwise to get committed to a system of distribution whose success would 
depend primarily on a continuous flow of large imports. The Govern¬ 
ment’s policy must be to reduce the dependence on imports gradually 
over time. At the same time, if the public distribution system is to be 
maintained, there is no escape from an extensive and effective programme 
of procurement from domestic supplies. During the current year when 
the shortfall in domestic production is estimated to be about 12 million 
tonnes, the import programme can legitimately be bigger, but we cannot 
and should not rely on the continued imports on the same scale during 
normal years. 

25. This raises the question of the best way of procuring foodgrains 
out of domestic production. Various methods have been tried in diffe¬ 
rent States both for rice and wheat. But we feel that if the public 
distribution system is to form an integral part of the food policy, it 
has to be based on assured supplies from domestic production. It is of 
the essence that there should be no uncertainty about the regularity of 
the supply and the aggregate quantity. Such a firm source can be created 
by a levy on producers. In this connection we would not generally favour 
the introduction of a system under which the Government has the mono¬ 
poly of purchasing the entire marketable surplus of the producer, for the 
simple reason that the commitments it involves far exceed the supplies 
that are likely to be so acquired particularly in the deficit States. In 
the surplus States, on the other hand, if the quantities procured-by 
chance or design—do not exceed the local requirements, it would mean 
complete cessation of supplies to deficit States.—and the position would be 
worse than under the system of zonal restrictions on movement. We 
'would, therefore, like to commend a system of partial graded levy on 
producers. The rate and extent of levy would 'obviously depend on the 
arrangement regarding restrictions on inter-State movement. If restric¬ 
tions on inter-State movement are continued, there would be an addi¬ 
tional obligation on the part of the Government to meet the requirements 
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of the deficit States. This will necessitate a higher rate of levy on pro¬ 
ducers "in the surplus States, though the levy would have to operate in 
the surplus districts of the deficit States as well. On the other hand, 
if restrictions on inter-State movement are removed, the obligation on 
the part of the Government to meet the requirements of the deficit States 
would also get reduced. To that extent, therefore, a lighter rate of 
levy on producers in all parts of the country would meet the needs of 
the situation. The exact rate of levy and the details about the exemption 
limits, etc., will have to be worked out carefully, so that the supplies 
required for maintaining the public distribution system are made avail¬ 
able to the maximum extent out of domestic production. We do envisage 
a number of difficulties in the working of the levy system. But these 
difficulties will have to be faced resolutely, as otherwise the public dis¬ 
tribution system cannot have its firm foundation in domestic supplies. 

24. Another method of acquiring foodgrains that has been tried with 
success in some parts of the country, especially in respect of wheat, is 
that of open market purchases with Government having the right of 
pre-emption. This method of acquiring supplies is verv .well suited in 
those areas where regulated markets and/or a system of auction sales 
exist. The essence of this method is that it allows traders to hid for the 
foodgrains as they arrive in the market, while the Government retains 
the right to purchase whole or part of the lots sold on a particular day 
at the prices finally hid during the open auctions. The danger that the 
prices will he rigged up artificially is countered by the Government re¬ 
fraining to exercise its option to purchase. The right of pre-emptive pur¬ 
chases can be exercised either by Government directly or through its 
agents, including the Food Corporation of India. An important weakness 
of this system is that the Government will not be certain about the 
quantities of foodgrains it would be able to thus acquire. 

25, The Food Corporation of India should also constitute an increa¬ 
singly important agency for acquiring supplies for the Government. 
Whether the Food Corporation of India can work better with the con¬ 
tinuation of the restrictions on inter-State movement or without them 
needs to be considered very carefully. The ultimate objective in setting up 
the Food Corporation of India is to make commercial purchases with the 
least disturbance to the functioning of the market. However, this ideal 
of the functioning of the Food Corporation of India is likely to be 
achieved only to a limited extent in a situation of overall shortage. But 
still in the surplus pockets, the Food Corporation of India can be 
expected to acquire foodgrains on an increasing scale from year to year 
even in competition with the trade. It can enter into forward contracts 
with the producers, or give fertilizer-loans to he repaid in foodgrains 
or advance credit to the farmers and acquire grains in return. The Food 
Corporation of India should he encouraged to trv these and other similar 
methods to acquire foodgrains from the farmers, wherever surpluses exist. 

D. Procurement Prices 19Gfi-67 

2fi. The crux of the success of any poliev lies in the ability of the 
Government to acquire the needed supplies for maintaining the public 
distribution system, A view on other main aspects of the food policy— 
namely the system of public distribution and restrictions on movement— 
can be taken onlv after a firm decision is arrived at on the method of 
procurement and the quantum of procurement deemed feasible. 
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■ 27. Earlier, we have commended the system of partial graded levy 
on producers. For such a system, appropriate purchase prices will have 
to be fixed. As in the case of minimum support prices, the Commission 
has not been able to devise any set formula by reference to which the 
procurement prices could be quantitatively derived. A variety of conside¬ 
rations is, however, germane to its determination. Firstly, it is obvious 
that procurement prices will have to be higher than the minimum support 
prices. Minimum support prices are the prices at which Government 
will be prepared to purchase all quantities offered to it. On the other 
hand, at the procurement prices the farmer is required to deliver specified 
quantities to the Government. Further, since the procured foodgrains 
will have to be sold through the system of public distribution, the prices 
at which they are procured will have to bear some relationship with the 
prices which the consumers would consider reasonable—unless, of course, 
the Government proposes to subsidise consumption. Further, while in a 
period of shortage the Government ma\ not always be able to pay the 
current market prices for the purchases/procurement, its prices cannot be 
unrealistically out of line with the market prices. A view has, therefore, 
to be taken of the likely level of prices during the coining season, in 
recommending the procurement prices. In the case of wheat the Govern¬ 
ment would be distributing large quantities of imported wheat. The 
wholesale issue price f6r the imported wheat has been fixed at Rs. 50.00 
per quintal. Indigenous red wheat is considered to be comparable with 
the imported wheat. But in view of the consumer preference for indi¬ 
genous wheat, the purchase price for it should be slightly higher than the 
wholesale issue price of imported wheat from Central stocks. 

28. Keeping in view the above considerations, we recommend the 
following purchase prices of wheat for the 1966-67 season for the major 
wheat producing and consuming States:— 

Table III 

Procurement Prices of Wheal for 1966-67 


(Rs. per quintal) 


Variety 

Minimum 

support 

price 

Procurement price in 

Bihar, Madhya Pradesh, 
Punjab, Rajasthan, 

Uttar Pradesh 

Gujarat 

Maharashtra 

Red 

45.50 

53.00 

55.00 

Common White 

49.50 

57.00 

60.00 

Superior 

53.50 

61.00 

65.00 


We have recommended purchase prices for only seven States, accounting 
for 97 per cent of the All-India production of wheat. We do not think 
it is either necessary or advisable to undertake purchases of wheat on 
Government account in any other State. 

29. The above prices are appropriate for a system of partial levy. 
Under this system there would be, in fact, two price levels : one at which 
the Government would procure a portion of the marketable surolus of 
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the farmer, and the other which the farmer will be able to obtain in 
the open market for the rest of his marketable surplus. We are definitely 
of the view that the (maximum) prices for the latter transactions should 
not be fixed by Government. The farmer will, however, have the 
assurance that the open market prices will not be allow'ed to fall below 
the minimum support prices announced by Government. 


M. L. DANTWALA, 
Chairman. 


March 24, 1966. 


S. C. CHAUDHRf, 
Member-Secretary. 


MGIPCBE—S2—1 M of F & A/66—21-12-66—GOO. 



